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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless otherwise noted 


1984 
Domestic Economy 
Population (thousands) 252.3 
Population growth ($%) 0.3 
GDP in current dollars 103743 
Per Capita GDP, current dollars 4108.0 
GDP in Local Currency % change 3.6 
(1974 BD's) 
Consumer Price Index $% change 


Production and Employment 
Labor force (1,000's) 


Unemployment (avg. % for year) 
Industrial production (local cur- 
rency, 1974 base) % change 

Govt. oper. surplus or deficit 

as % of GDP 


Balance of Payments 
Exports (F.0O.B.) 


Imports (C.I.F.) 
Trade balance 
Tourism revenue 
Tourism expenditure 
Current account balance 
Foreign direct investment (net) 
Foreign debt (year-end) 
Debt service paid 
Debt service ratio as % of 
exports of goods and services 
Foreign exchg reserves (year-end) 
Avg. exchange rate for year 
(BD$2.00 = US$1.00) 


U.S.-Barbados Trade 
U.S. exports to Barbados (F.A.S.) 232.8 168.9 142.48 
U.S. imports from Barbados(C.I.F.) 255.5 205.8 111.0 
Trade balance -22.7 -36.9 31.8 
U.S. share of Barbadian exports (%) 74.8 68.1 45.1 
U.S. share of Barbadian imports (%) 35.1 27.6 23.9 
U.S. bilateral aid 
Economic 1.9 - 06 old 
Military -70 -7U ~4U 


Principal U.S. exports (1986): Gen. merchandise, elect. machinery 
Principal U.S. imports (1986): Electronic components, garments 


Sources: Central Bank of Barbados, Ministry of Economic Affairs 





SUMMARY 


The Barbadian economy performed surprisingly well in 1986, achieving 
5 percent real GDP growth. All of the economy's major sectors -- 
sugar, manufacturing, tourism, wholesale and retail trade -- 
registered positive growth. However, non-sugar agricultural 
production declined by 3.9 percent, and manufacturing, affected by 
the local closure of important semiconductor plants, slumped badly 
toward the end of the year. Although it fell somewhat, the 
unemployment rate remained high at 17.8 percent. 


The external sector did not match the impressive pertormance of the 
domestic economy in 1986. Export earnings declined by almost 19 
percent. The current account surplus of $4U million in 1985 became 
a deficit of $5 million in 1986. Poor performance in the ~ 
manufacturing and export sectors led to a slowdown in GDP growth 
through the first 9 months of 1987. 


The United States is Barbados’ leading partner. Overall trade 
between the two countries totaled $253.8 million in 1986 ($142.8 
million in U.S. exports and $111 million in U.S. imports). In 
addition, Barbados welcomes American investment in virtually all 
sectors of the economy. In recent years Barbados has attracted a 
sizable number of captive insurance companies through a tax 
agreement with the United States. Barbados qualifies for trade 
benefits under the Caribbean Basin Initiative (CBI). It is also 
eligible -- through a Tax Information Exchange Agreement (IEA) -- 
for investment funds generated in Puerto Rico, and several projects 
currently are being considered. 
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PART A -- CURRENT ECONOMIC SITUATION AND TRENDS 
ECONOMIC GROWTH 


The Barbadian economy registered real GDP growth of 5 percent in 
1986 -- considerably higher than expected. In current dollars, GDP 
expanded by 6.2 percent to nearly $1.2 billion. Sugar production 
led the way with 1l percent real growth, followed by manufacturing 
(7.9 percent), construction (7.1 percent), utilities (6.5 percent), 
and wholesale and retail trade (6 percent). The always important 
tourism sector registered real growth of 3.5 percent. Only 
non-sugar agriculture failed to achieve positive growth -- real 
production in that sector declined by 3.9 percent. ‘The Government 
of Barbados attributed 1986's overall growth in large part to 
reductions in individual and corporate tax rates enacted in 
mid-1986. These formed part of the government's overall policy of 
stimulating the private sector as the principal source of economic 
growth. Government-financed construction projects -- such as a 
major access road to the country's international airport -- also 
contributed greatly to last year's impressive performance. 


Despite the surprisingly strong GDP growth of 1986, the immediate 
prospects for the Barbadian economy are not encouraging, mainly 
because of the closing of several electronic (semiconductor ) 
assembly plants in late 1986. Largely because of this and a decline 
in sugar production, GDP growth through the first 9 months of 1987 
was only 1 percent. Moreover, the unemployment rate increased to 
18.3 percent by the end of June 1987. (It was 17.8 percent at the 
end of 1986.) 


BALANCE OF PAYMENTS 


Current Account: Barbados’ impressive GDP performance in 19&6 was 
not matched in the external sector where foreign exchange earnings 
fell to their lowest level since 1983. ‘total export revenue 
decreased by nearly 19 percent to $246 million. Earnings from 
exports of electronic components declined by 20 percent, falliny to 
$110 million. Meanwhile, overseas sales of clothing fell to $17.5 
million -- the worst performance in almost a decade. Although the 
volume of sugar production increased, export earnings declined by an 
estimated $1 million, due to weak international prices. One of the 
few bright spots was the services sector where tourist revenue 
increased by 7.6 percent. Barbados’ import payments came to $605.6 
million, virtually the same as in 1985. Higher real domestic income 
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resulted in a 21 percent increase in purchases of imported autos and 
other durable goods. The import bill for capital goods increased by 
8 percent. On the other hand, lower crude oil prices and reduced 
raw material requirements in industry resulted in a $3.5 million 
decline in fuel imports. All told, the current account reyistered 


a deficit of $5 million, after recording a surplus of $40 million in 
1985. 


Capital Account: Long-term capital inflows increased signifi- 
cantly in 1986 to $40.5 million, the most since 198l. 
(Government-secured loans in London and Tokyo accounted for much of 
this.) As a result, net capital inflows reached $17.5 million -- 
the highest figure since 1983. However, foreign exchanye reserves 
fell by over $12 million because of heavy debt repayments. 
Government and government-guaranteed foreign debt at the end ot 1986 
was $404.5 million; total foreign debt amounted to $5U8.7 million. 


The external accounts deteriorated further during 1987, largely 
because of falling export earnings and growing imports. A sharp 
rise in tourist arrivals (22.7 percent increase through June 1987) 
helped to hold the line somewhat but could not mask the ongoing 
difficulties in the manufacturing and export sectors. At the same 
time, Barbados continued to face a heavy debt burden; the 
debt-service ratio reached 15 percent of exports of goods and 
services during the first quarter of 1987. The poor balance of 
payments performance led to speculation that the Barbadian dollar 
would be devalued; however, the government has declared its intent 
to maintain the currency's exchange rate at two Barbados dollars to 
one U.S. dollar. 


Government Finance: During 1986, the Barbadian Government continued 
its pattern of registering a surplus on current operations but 
incurring an overall fiscal deficit because of larye capital 
expenditures. At the end of 1986, the surplus on current account” 
had expanded by nearly $2 million to $8 million in spite of reduced 
individual and corporate tax rates. Revenue from personal income 
tax declined by $21 million, but company tax collections rose by $7 
Million (30 percent) as corporations’ profits increased for the 
second consecutive year. Meanwhile, slightly higher import stamp 
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duties and hotel and restaurant taxes, coupled with increased 
consumer imports and improved hotel occupancies, resulted in 
enhanced revenue from these indirect taxes. Public sector wages and 
salaries continued to claim the largest share of government 
expenditures (48 percent), followed by subsidies and transfer 
payments (29 percent). 


Outlays for roads, transport, and health dominated capital 

spending. Expenditures for road construction alone came to $21 
Million; health care costs (including extension of the country's 
main hospital) amounted to $9 million, as did repairs to the runway 
at Grantley Adams International Airport. The overall fiscal deficit 
was covered by a combination of foreign project funds and government 
borrowings from international capital markets and the domestic 
banking system. The fiscal position deteriorated in the first half 
of 1987. Expenditures rose and revenue decreased, resulting in the 
largest January-June deficit ($36.8 million) since 1981. 


Money and Prices: During 1986 the Central Bank of Barbados -- which 
determines interest rates charged by the country's commercial banks 
-- reduced the cost of local borrowing. It brought down average 
interest rates on commercial bank loans, first to 9.5 percent, then 
to 8 percent. In addition, the Bank reduced charges on variable 
residential mortgages, helping to touch off a housing construction 
boom. Meanwhile, in the face of a highly liquid local banking 
system, the Central Bank reduced the minimum savings deposit rate 
from 4 to 3 percent. In the end, total money supply increased by & 
percent. 


Inflation in Barbados remained at a relatively low level throughout 
1986, mainly because of the drop in the price of petroleum and other 
imported commodities. The inflation rate in 1986 was 1.3 percent, 
but by mid-1987 it had risen to over 3 percent. 


PART B -- IMPLICATIONS FOR THE UNITED STATES 


TRADE 


Barbados and the United States have long enjoyed close economic 
ties. The United States is Barbados’ foremost trading partner; 
trade between the two countries totaled $153.8 willion in 1986 ($111 
million in U.S. imports, $142.8 million in U.S. exports). 
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The leading product categories for American exports to the island in 
1986 were general merchandise and electrical (including electronic) 
machinery. Total trade has recently declined mainly because of 
cutbacks in the American sugar quota and declining exports of 
electronic components from Barbados. However, given the United 
States' and Barbados' proximity and close political ties, their 
extensive commercial relations continue. American exporters may 
participate in the annual manufacturers’ trade fairs in Barbados, 
which will next commence in May 1988. The key contact is: 


Ms. Rita Alkins 

Executive Secretary 

Barbados Manufacturers Association 
Harbour Road, St. Michael 
Barbados, West Indies 

Phone: (809) 426-4474. 


FOREIGN INVESTMENT 


The investment climate in Barbados is highly tavorable and, over the 
years, a large number of foreign affiliates -- many American -- have 
located on the island. (the total foreign investment stock was an 
estimated $270 million at the end of 1986.) Major oil companies -- 
Mobil, Exxon, and Texaco -- operate in Barbados, as do wanufacturers 
and data processors, such as Westinghouse, Caribbean Data Services, 
and International Data Service. (Many, if not most, foreign firms in 


Barbados arewholly owned subsidiaries of the parent company.) 
Moreover, scores of captive American insurers have been incorporated 
in Barbados under the terms of a bilateral double taxation treaty, 
signed in 1984. 


Although wage rates are comparatively high in Barbados, the 
country's well-developed infrastructure -- transportation, 
telecommunications, etc. -- eliminates many hidden costs encountered 
in other offshore locales. The Barbadian labor force is well 
trained and generally reliable. Moreover, the Barbadian Government 
has developed substantial investment attraction and support 
services. These include tax holidays, low-cost factory space, and 
duty-free treatment for project imports. (The country boasts nine 
industrial parks.) In addition, Barbados benefits from the trade 
promotion provisions embodied in the Caribbean Basin Initiative, 
i.e., duty-free entry into the United States of a wide range of 
products. Furthermore, Barbados has a Tax Information Exchanye 
Agreement (TIEA) with the United States which makes it eligible 
for use of Section (IRS code) 936 investment (twin plant) funds 
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generated in Puerto Rico. Currently, "best prospect" areas for 
investment in Barbados include food processing, data processiny, and 
Manufacture of pharmaceuticals and medical equipment. Parties 
interested in investment opportunities in Barbados should contact: 


Industrial Development Corporation 
Pelican House, Princess Alice Highway 
Bridgetown, Barbados, West Indies 
Phone: (809) 427-5350. 


Barbados Industrial Development Corporation 
800 Second Ave. 

New York, NY 10017-4709 

Phone: (212) 867-6420 


Those interested in the 936 twin plant concept should contact: 


Economic Development Administration 
FOMENTO Building 

355 F.D. Roosevelt Ave. 

Hato Rey, Puerto Rico 00918 

Phone: (809) 758-4747. 


For additional economic/commercial, and investment information 
contact: 


Desk Officer for Barbados 
Caribbean Basin Division 
Room H3314 

Department of Commerce 
Washington, DC 20230 
Phone: (202) 377-2527 








a 4 Le - i 
Es Si - 3 eae p 
% o a ee 
. re : 2 me 
fi i aed aoe 





f 4 
: ee ? A ° nee 
; 4 i ; ee baa y Bae.) 
‘ xf é Citic ba og 
5 NM; " i u 
: rs : ‘ SSG te * i 
; rs ‘ c 
a A E 
a + z 
. E i : i 





